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Banking in France

The memory of the financial disasters which fell upon the
French people as a result of the credit schemes of John Law
hampered for more than half a century subsequent attempts
to found a joint-stock bank in France. Turgot, the progressive
Minister of Louis XVI and ardent student of theoretical econo-
mics, founded the Caisse d'Escompte du Commerce in 1776,
somewhat after the model of the early Bank of England.   It
issued notes in the discount of bills of exchange and in making
loans to its customers, and it also made a substantial loan to
the state. Like the Bank of England it was severely pressed by
the Government for additional loans, and during the crisis of
1783, which affected practically all the commercial centres of
Europe, its reserve was carried away in a run which was made
upon it, and it suspended payment. There is a curious parallel
between its history at this period and that of the Bank of
England in 1797.   An inquiry was held into its position, its
assets were found to be more than adequate to meet its liabilities,
and it shortly afterwards resumed payment.  The bank, how-
ever, was wound up by the National Convention in 1793, the
issue of assignats taking the place of its notes.  Thus the eigh-
teenth century ended with many small financial houses in exis-
tence in all the chief commercial cities of France, discounting
bills and making loans from such limited funds as they could
command, but with no central banking institution to link them
together and provide some measure of control of credit.

The origin of the Bank of France was quite different from
that of the Bank of England, The latter arose out of the need
of King William III for money, which prompted him to grant
the exclusive privilege of joint-stock banking to a corporation
of wealthy speculators in return for a substantial loan. The
Bank of France was founded by Napoleon and his friends who,
in company with the French Treasury, went into banking with
the definite purpose of providing France, not perhaps with a
central bank as the term is understood to-day, for although the
Bank of England had already begun to perform many of the